A
QLT

e

yco

sQCESSED

r
|
\ﬁmwm

| HOMSON |
‘ %\N\M@W’ |

f |

ANNUAL REPORT | 2001 | &




TYCO INTERNATIONAL LTD.

Tyco International Ltd. is a global company
C and

spectrum of markets, including: clectroni
defense businesses; undersea fiber optic ielecommunications systems for teleccommunications, Internet and service
application providers; fire protection products for commercial, industrial and residential applications; cicctronic security
systems for residential and commercial customers; flow control products for a wide variety of indusirial, municipal and
commercial marke:s; disposable medical products and medical instruments for hospitals, aiternate care and iong-term care
facilities; plastic and adhesive products for the consumer, do-it-yourself, garment and industrial markets; and a Sroad range

of financial services for the commercial and consumer marketplace. Tyco holds leadership positions in cach of its four core

-

business segments: Electronics, Fire and Security Services, Healthcare and Specialty Preducts and Tyce Cavpital. The Company

operates in more thar 100 countries and employs more than 240,000 people worldwide.




DIVERSIFIED FOR GROWTH

> Tyco's diversified mix of businesses allows us to grow in good and bad economic environments. Various operations
react differently through a business cycle with strength in one area offsetting weakness in another. In addition, many

of our businesses—such as healthcare, electronic security monitoring and fire protection services—have little or no

economic volatility. Beyond creating a stable base of consistent results, our diversity allows us to accelerate growth by

expanding in areas where circumstances allow and opportunities abound.




LEADER IN CORE BUSINESSES

> Leadership has its rewards. Having a leading position in a market makes it easier for a company to be the low-cost
producer and take advantage of scale to gain market share. Global companies flock to industry leaders because only they
have the scope and breadth to meect their worldwide needs for consistent quality and service. Leaders have an edge in

surviving tough times and usually emerge even stronger when business conditions improve.
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GEOGRAPHIC DIVERSITY

> All of Tyco’s segments are global businesses. This geographic diversity allows us to pursue growth opportunities in
every corner of the globe, thus enhancing the consistency and stability of our results. We gain economies of scale by
offering quality products to billions of people simultaneously. At the same time, demand for many of our products,

ranging from healthcare to security, is rising faster in foreign markets than it is in the United States. As global

customers enter new markets, they bring our products and services along with them. And, usually, weakness in one

region is offset by strength in another.
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OPERATIONALLY FOCUSED

> Better. Faster. And at lower cost. Words to live—and prosper—by. Complacent companies do not remain leaders

for very long. But companies that are never satisfied, and that consistently dedicate resources to improving product

esign and customer service while reducing uction costs, are rewarded by the marketplace. Always ask: Can i
design and customer se hil ducing product costs, are rewarded by the marketplace. Al s ask: Can it be

improved? And when the answer is yes—do it.
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DISCIPLINED ACQUIRER

> Good acquirers don't build empires. They make money. Tyco approaches acquisitions with a strict set of rules.
We begin with the strategic logic: the transaction must improve our potential for long-term internal growth. It must
be immediately accretive to earnings and cash flow per share and produce high returns on invested capital. To consis-
tently achieve these targets, we require that each acquisition be championed by a business unit that will oversee the

integration into one of our existing segments.
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> Tyco Electronics develops, manufactures and sells passive and active electrical components—and it is the largest
manufacturer of passive components in the world. Tyco’s products are present in 60 percent of the world’s cellular
phones, in computers, in handheld devices and in literally all automobiles being built today. The electronics
content within vehicles is increasing dramatically as new electronically controlled features—such as radar sensors,
comfort systems and fuel cconomy systems—are introduced. Because of its size, agility and accelerated new product
development, Tyco is gaining market share in cach of its market segments. New products, such as distribution boxes,
fiber optic bus systems, integrated antennas and high-speed chip carrier sockets, are opening large new growth
markets for Tyco. Tyco’s telecommunications unit (TyCom) is a leader in the design, construction and operation of
sub-sea communication networks. When completed in 2002, its TyCom Global Network will be the world’s largest and

most sophisticated undersea network.

ELECTRONICS

i GROWTH DRIVERS

® SECULAR GROWTH > Incrcasing usc of clectronics in vehicles, devices and appliances, expanding
data and telecommunication demands

@® MARKET POSITION > Clear global leader in passive electronic components—gaining market share
Attractive positioning in higher growth market segments

@ PRODUCT DEVELOPMENT > Strong ncew product strcam expected in fiscal 2002 and beyond
Lead time and cycle time dramatically reduced; increased flexibility

@® ACQUISITIONS > Provide positive catalyst for growth

@® CUSTOMER FOCUS > Top management driven via customer visits and customer-oriented processes

WORLDWIDE LOCATIONS: Néiali R b bkl % BAHAMAS, BERMUDA, CANADA, MEXICO, UNITED STATES, U.S. VIRGIN ISLANDS

PACRAD 68 e & ARGENTINA, BRAZIL, CHILE, COLOMBIA, PERU, URUGUAY, VENEZUELA <. .t @0 & 1. = AUSTRIA,
BELGIUM, BULGARIA, CROATIA, CYPRUS, CZECH REPUBLIC, DENMARK, EGYPT, ESTONIA, FINLAND, FRANCE, GERMANY, GREECE, HUNGARY, ISRAEL,
ITALY, LITHUANIA, NETHERLANDS, NORWAY, POLAND, PORTUGAL, REPUBLIC OF IRELAND, ROMANIA, RUSSIA, SAUDI ARABIA, SLOVENIA, SOUTH

AFRICA, SPAIN, SWEDEN, SWITZERLAND, TURKEY, UKRAINE, UNITED KINGDOM ¢ &% ¢ .o« @w % AUSTRALIA, CHINA, HONG KONG, INDIA,

INDONESIJA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, SOUTH KOREA, SRI LANKA, TAIWAN, THAILAND
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1> TyCom engineers in Eatontown, New Jersey are using laboratory prototypes to test designs of future sub-sea telecommunications systems.
2> Tyco's Elo TouchSystems, a global leader in touch technology, makes the new Entuitive 1525L LCD desktop touch monitor for the retail,
medical and light industrial markets. 3 > Tyco recently shipped its 3 millionth AMP NETCONNECT MT-RJ connector, which is in high demand

because of the growth in installations of fiber optic cabling infrastructure for computer workstations.




1>Tyco Valves & Controls is the world’s leading producer of valves and sprinklers, and its products can be found in chemical, food and

pharmaceutical manufacturing facilities, as well as in offices and schools throughout the world. 2> ADT’s Safewatch™ iCenter, the latest in
intelligent home and office security, blends high-tech security, electronics management (it has controls for the garage door opener, lighting
and appliances) and Internet information. 3 > Scott Technologies’ Air-Pak 50 self-contained breathing apparatus allows firefighters, as well as

petrochemical, chemical and laboratory workers, to work in toxic environments for up to 30 minutes.




> Tyco's Fire and Security Services segment operates in an ideal growth market. And, despite our market
leading positions, the market remains fragmented. Global market penetration is low, demand for products and
services is rising quickly, recurring revenue is a large and growing part of the business and many opportunities for
consolidation exist around the world. Tyco is the world leader in both electronic security monitoring and
fire protection installation and inspection. In security meonitoring, Tyco reaps the advantages of scale with
acquisitions because we can serve acquired customers from our existing monitoring stations. We are a global leader in
airport security systems built around digital closed-circuit TV cameras and specialized exit/entry access points. In fire
protection and inspection, Tyco wins business not only because of the quality of its work but because it can easily serve
global customers with consistent products and services. Tyco Valves & Controls is the world’s largest manufacturer of

industrial valves and control products and is a leader in heat-tracing technology.

FIRE AND SECURITY SERVICES

GROWTH DRIVERS J

@® SECULAR GROWTH > Growing worldwide demand with low market penetration

@® MARKET POSITION > #1 In security, fire protection and valves and controls worldwide
Leadership position provides enormous scale advantages

® GEOGRAPHIC OPPORTUNITIES > Non-U.S. electronic security market offers substantial
growth potential

@® ACCELERATING SUBSCRIBER GROWTH > Low attrition rate

W5

WORLDWIDE LOCATIONS: NOVETS AMIRIWCS & T ¢ R0 A% BAHAMAS, BARBADOS, CANADA, DOMINICAN REPUBLIC. HAITI, JAMAICA,
MEXICQ, PUERTO RICO, TRINIDAD/TOBAGO, UNITED STATES, U.S. VIRGIN ISLANDS & N 4&l % 800073 %E 8104 ARGENTINA, BRAZIL, CHILE,
COLOMBIA, COSTA RICA, ECUADOR, EL SALVADOR, GUATEMALA, HONDURAS, NICARAGUA, PANAMA, PARAGUAY, PERU, URUGUAY, VENEZUELA

i BAsT AUSTRIA, BAHRAIN, BELGIUM, CYPRUS, CZECH REPUBLIC, DENMARK, EGYPT, FINLAND, FRANCE, GERMANY,

L .
GREECE, HUNGARY, ISRAEL, TTALY, KUWAIT, LIECHTENSTEIN, LUXEMBOURG, NETHERLANDS, NORTHERN IRELAND, NORWAY, PAKISTAN, POLAND,
REPUBLIC OF IRELAND, ROMANIA, RUSSIA, SAUDI ARABIA, SLOVAK REPUBLIC, SOUTH AFRICA, SPAIN, SWEDEN, SWITZERLAND, UNITED ARAB
EMIRATES, UNITED KINGDOM ik BASL & 4.$ sl "% AUSTRALIA, BRUNEI, CHINA, FIJI, GUAM, HONG KONG, INDIA, INDONESIA, JAPAN,
MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, SOUTH KOREA, SRI LANKA, TATWAN, THAILAND, VIETNAM
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> Through organic growth and successful acquisitions, Tyco Healthcare has become the second largest medical device
manufacturer in the world and a global leader in disposable medical products, including wound care, syringes and
incontinence products. Fueling this growth are the aging of the population throughout the world and the increasing
use of disposable medical products everywhere, especially outside the United States, where Tyco Healthcare’s sales
are growing the fastest. In recent years, Tyco Healthcare has diversified its medical product portfolio. The fiscal 2001
acquisition of Mallinckrodt made it a leader in respiratory care products and the largest producer of painkilling
narcotics and analgesics in the United States. Tyco's Specialty Products unit is a world leader in medical and industrial

tapes and plastic garment hangers, and is the largest U.S. producer of plastic trash bags with its Ruffies® brand.

HEALTHCARE AND SPECIALTY PRODUCTS

GROWTH DRIVERS

@ SECULAR GROWTH > Powerful demographic trends
® MARKET POSITION > #2 medical device manufacturer worldwide

@® GEOGRAPHIC OPPORTUNITIES > Growing use and acceptance of disposable
medical products worldwide

@ ACQUISITIONS > Mallinckrodt adds strength in respiratory care products;
enhances product portfolio

WORLDWIDE LOCATIONS: . ¢ CRLE L e ©oha vt BAHAMAS, BERMUDA, CANADA, DOMINICAN REPUBLIC, MEXICO, PUERTO RICO,
UNITED STATES, U.S. VIRGIN ISLANDS .. & <%+ w7 wxi ¢ . ARGENTINA, BELIZE, BOLIVIA, BRAZIL, CHILE, COLOMBIA, COSTA RICA, ECUADOR,
GUATEMALA, GUYANA, HONDURAS, NICARAGUA, PANAMA, PARAGUAY, PERU, SURINAME, URUGUAY, VENEZUELA

ALBANIA, AUSTRIA, BELGIUM, BOTSWANA, BULGARIA, CROATIA, CYPRUS, CZECH REPUBLIC, DENMARK, FINLAND, FRANCE, GERMANY, GREECE,
HUNGARY, ISRAEL, ITALY, KAZAKHSTAN, KENYA, LEBANON, MAURITIUS, NETHERLANDS, NIGERIA, NORWAY, PAKISTAN, POLAND, PORTUGAL, REPUBLIC
OF IRELAND, ROMANIA, RUSSIA, SEYCHELLES, SLOVAK REPUBLIC, SLOVENIA, SOUTH AFRICA, SPAIN, SWEDEN, SWITZERLAND, TANZANIA, TURKEY,

UKRAINE, UNITED ARAB EMIRATES, UNITED KINGDOM, UZBEKISTAN, YUGOSLAVIA, ZIMBABWE &7 " %~» - & » <t AUSTRALIA, BANGLADESH,
BORNEOQO, BRUNEI, CHINA, GUAM, HONG KONG, INDIA, INDONESIA, JAPAN, KOREA, MALAYSIA, MARSHALL ISLANDS, NEPAL, NEW ZEALAND,
PHILIPPINES, SAMOA, SINGAPORE, SOUTH KOREA, SRI LANKA, TAHITI, TAIWAN, THAILAND, VIETNAM
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2 1> Tyco Healthcare’s Auto Suture division, a world leader in conventional and minimally invasive surgical devices, has helped surgeons

3 transform patient cure by allowing them to perform laparoscopic gallbladder removal, hernia repair, gastric bypass surgery and many gyneco-
logic procedures. 2 > Kendall is the industry leader in wound care products, led by its KERLIX® and CURITY® brand dressings and its hydrogel
wound care offerings. 3> Nellcor’s N-395 Pulse Oximeter with Oxismart® XL Advanced Signal Processing, which is designed for use in
challenging clinical environments, can be combined with its InTouch™ Remote Oximetry Notification system (as it is here), the first remote

notification paging system dedicated solely to pulse oximetry monitoring. 11




1 > Upscale retailer The Sharper Image (whose flagship store in Rockefeller Center is seen here) uses a revolving line of credit—a senior debt

facility—from Tyco Capital to help finance its business activities. 2 > Tyco Capital and J.C. Bamford Excavators Ltd. (JCB), Europe’s largest con-
struction equipment manufacturer, have created a jointly owned company to finance the retail sales of JCB’s American-made machines, which
are produced in Savannah, Georgia. 3 > Tyco Capital’s Rail Resources unit helps tourists enjoy the spectacular scenery of the Canadian Rockies
by working with ALSTOM Canada to remanufacture and lease five locomotives to the famous Rocky Mountaineer Railtours.




> Tyco’s subsidiary, Tyco Capital Corporation {formerly The CIT Group, Inc.), is the cornerstone of Tyco’s newest
business unit and the result of the Company’s largest acquisition during fiscal 2001. A leading provider of capital
to middle market companies, Tyco Capital has several very strong franchises; it ranks first in the United States
in factoring, vendor financing, construction equipment financing and Small Business Administration loans.
The acquisition of Tyco Capital improves Tyco’s capital efficiency and provides financing to a varicty of commercial and
consumer customers of other Tyco units, such as ADT Security and Tyco Infrastructure Services (formerly Earth Tech).
But Tyco Capital is also a strong growth business in its own right, and the expanding need for asset-based financing
coupled with Tyco Capital’s responsive approach to the market should lead to many years of consistent growth. Within
months after the acquisition’s closing, Tyco Capital disposed of and exited in excess of $5 billion worth of non-strategic

businesses and reduced annual operating costs by $150 million.

TYCO CAPITAL

!  GROWTH DRIVERS

® Asset-bascd financing displacing traditional sources in the middle market

® Improves Tyco asset utilization and capital efficiency

® Exit underperforming portfolios: accretive to earnings and delevers balance sheet

@® Enhances growth through cross-selling financing with Tyco’s other units

@ Opportunities for greater cost efficiency:
—overhead
—underutilized international structure

WORLDWIDE LOCATIONS: % {JECH ARLT AN, CANADA, MEXICO, UNITED STATES ¢ ¥NURAL #

Uk % ARGENTINA,

COLOMBIA SRR ATRICA & WUINILE WAST: BELGIUM, GERMANY, REPUBLIC OF IRELAND, SPAIN, UNITED KINGDOM FAX ¥ A8 & AUSTRL Y
AUSTRALIA, HONG KONG, NEW ZEALAND
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L. DENNIS KOZLOWSKI L

Chairman of the Board and Chief Exscutive Officer




TO OUR SHAREHOLDERS

Fiscal 2001 was a year of outstanding performance for
Tyco International. And, although I have made similar
statements before, the consistency of our ability to deliver
strong results is important, especially in a year marked
by global economic turbulence. Many outstanding com-
panies found it impossible to meet their financial targets
last year; and some couldn’t make any money at all.

Yet in the worst economic environment we have seen in
a decade, Tyco managed to exceed its profitr goals. All of
us at Tyco are very proud of that achievement.

How were we able to perform so well? The answers go to
the heart of what makes Tyco tick. And they explain why,
despite the current economic slowdown, we remain opti-
mistic about fiscal 2002.

We grew diluted earnings per share 29 percent in fiscal
2001 in large part because of the strategy we formed
during the 1990-1991 recession to reinvent Tyco as a
company that could thrive in any economy. Since then,
we have built businesses with low cyclicality and the
ability to generate strong recurring revenues.

Today, almost 40 percent of our revenues are recurring in
nature, and over 60 percent are in businesses with little
cyclicality. Our healthcare and security businesses have
achieved solid growth every year regardless of the
prevailing economic conditions, while our fire protection
business has only limited economic sensitivity (less than
10 percent of its revenues come from new construction).
All three of these businesses performed superbly in
fiscal 2001.

A decade ago, we also sought to build on the strengths of
a company that was diversified by industry and geogra-
phy. This diversity helped us withstand the weakness in
certain global markets and disappointing product
demand in our Electronics division.

But the electronics shortfall had less impact than it might
have for another reason: Tyco’s culture. Tyco is decentral-
ized and entrepreneurial, and our employees are strongly
encouraged to find ways to make our products better and
faster—and to save money while doing so. At Tyco, there
is a relentless push throughout the entire organization to
reduce costs—in good times and bad.

Faced with a global technology slowdown, our Electronics
managers moved quickly to reduce costs and rationalize
production processes. They consolidated plants, stream-
lined production processes, moved production to lower
cost areas and lowered cycle times. In addition, they
introduced dozens of new products that helped us gain
market share.

One advantage of our financial strength is that we can
increase research and development spending during
tough times and thereby gain an advantage over com-
petitors who lack the financial wherewithal to follow
suit. We increased the level of spending substantially in
all of our electronics businesses last year, and saw excit-
ing new products emerge from each division.

The upshot: even though our electronics shipments fell
in several categories—most notably telecommunica-
tions—our electronics profits rose 20 percent.
Considering that most of our direct competitors saw
their profits either plunge or vanish, this was a powerful
performance.

Our overall business remained strong despite the attacks
on the United States on September 11. On that terrible
day, in fact, we did all we could to help the rescue
workers and the people of New York City, Washington
D.C. and Pennsylvania. In addition to sending healthcare
products to the scenes, we provided oxygen packs and
thermal imaging devices to firefighters (both made by
Scott Technologies, which we recently acquired), energy
systems to restart downed power lines and components

15
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for the new TV and radio antenna on the Chrysler
Building to replace the one destroyed at the World
Trade Center. As part of their Environmental Protection
Agency Region 2 Emergency Response contract, Tyco
Infrastructure Services provided decontamination units
at points on the perimeter of the work zone that each
worker passed through before exiting the site.

In many ways, fiscal 2001 truly tested the determination
of Tyco and its employees. We can’t yet say that the test
is over, but thus far we are pleased with our perform-
ance. It is one thing to have a plan for tough times; it is
quite another to be able to execute under pressure.

This strength was reflected in our earnings. For the
ninth consecutive year, we increased revenues and
earnings substantially. Revenues rose 25 percent to $36.3
billion and earnings grew $1.4 billion to $5.1 billion, a
38 percent increase over the prior year. Qur diluted earn-
ings per share increased 29 percent to $2.81. Free cash
flow exceeded $4.7 billion in fiscal 2001 and should
surpass $5 billion next year.

Much of the increase came from organic growth. If Tyco
never made another acquisition, we should be able to
increase our earnings at a solid double-digit rate. We are
fortunate to be in the types of businesses that grow even
during economic slowdowns. For fiscal 2002, we are look-
ing forward to earnings growth of 20 percent or better.

1 remain optimistic about Tyco’s future. It's a cliché
today for a CEO to proclaim that his company is “well-
positioned” but, in truth, we are. We are a global leader
in some of the best growth businesses in the world.
Demographics and technological innovation assure that
healthcare spending will increase. As the world’s sec-
ond-largest medical device company, we will benefit. The
growing concern about security (which has, of course,
intensified since September 11) will lead to more sales of
our security and fire protection products, categories in

which we lead the world. Technological innovation and
the proliferation of electronic devices will drive cus-
tomers to Tyco Electronics, the world’s leading passive
electronic component supplier. Tyco Capital’s diversified
revenue base, broad access to funding markets and cred-
it risk management skills will provide consistent growth.

Fiscal 2001 was a year of many achievements. Among
the highlights:

* Through strong internal growth and acquisitions, we grew our
global electronic security customer base from 4.4 million to 6.7
million. Electronic security has now become a mainstream prod-
uct for people all around the world. Because penetration rates
are even lower outside the United States, the opportunity for
international expansion remains extraordinary.

* We successfully integrated the Mallinckrodt acquisition more
rapidly than expected, more than doubling its profits. We still
see opportunity to increase Mallinckrodt's profits much faster
than its healthy, high single-digit revenue growth rate.

* In virtually all of our businesses, new product introductions
spurred organic growth. It was a great year for innovation at
Tyco. New product launches included Nellcor's fetal oximeter,
which revolutionizes the way doctors can monitor a fetus’s
heartbeat; ADT's Safewatch™ iCenter, an Internet-enabled home
security systemn; and new automotive radar sensors that improve
driver safety.

* We acquired The CIT Group, Inc., a leading commercial and
consumer finance company with over §50 billion in assets. In
the four months we have owned CIT (now known as Tyco
Capital Corporation), it has performed exceptionally well.

Tyco Capital is a broadly diversified lender—both ged-
graphically and by industry—with powerful franchises
and the ability to grow its earnings in all types of envi-
ronments. It has a large base of recurring revenue.
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Since 1990, it has grown pre-tax earnings at about a 15
percent annual rate without a single down year. That's
Tyco’s kind of company.

Tyco Capital is the leader in U.S. factoring, construction
equipment financing, Small Business Administration
loans and vendor financing (when a company leases
computers from Dell, Tyco Capital handles the financing
package). All are compelling growth markets.

But there’s more to the story. Owning a large finance
company bolsters Tyco’s other businesses in several
ways. From an internal perspective, the presence of Tyco
Capital allows us to become more capital efficient. From
an external perspective, owning a finance unit gives us a
competitive advantage when selling ADT products and
Tyco Infrastructure Services offerings to our customers
who meet the credit quality requirements of Tyco
Capital. In addition, we have already made Tyco Capital
a much more efficient operator by cutting its annual
costs by $150 million—triple our initial expectations—
and by exiting in excess of $5 billion worth of non-
strategic businesses. Finally, because Tyco Capital gained
a strong parent when we acquired it, its borrowing costs
have declined and its profit margins improved.

> TYCO ELECTRONICS

Tyco’s Electronics segment performed well in a tough
environment, as operating income grew 20 percent to
$3.3 billion, up from $2.8 billion last year. Sales for the
group totaled $13.1 billion, compared to $11.4 billion in
the prior year.

Tyco Electronics” products gained share across the board,
with especially large increases in the automotive and
wireless markets. New products accounted for a large
portion of revenues and should play an even more
important role in fiscal 2002. Recent introductions
included a new automotive radar sensor to further

improve driver and passenger safety; an electrical distri-
bution box system for the automotive market; chip carri-
er sockets for Intel’s Pentium 4 processor; and intercon-
nect products for Sony’s Memory Stick and PlayStation 2.

We remain confident about the long-term growth of the
electronic components business. Cellular phone demand
should rise with the rollout of 3G technology and the
quantity of electronics in the typical automobile will
continue to increase relentlessly.

At TyCom, our telecommunications unit, operating
income was $415 million, compared to $5330 million
last year. Revenues were $1.9 billion, compared 0 $2.5
billion in the prior year. (In October, we announced that
we had reached an agreement with the TyCom board of
directors to acquire all outstanding shares of TyCom that
we did not already own. We did this because we believe
that TyCom represents a compelling value.)

In June, TyCom successfully completed Phase 1 of
the TyCom Global Network (TGN), from the United
States to Europe, ahead of schedule and $1 billion under
budget. It began recognizing revenue that month.
The Phase 2 link to the Pacific is on schedule
and also under budget. When completed in 2002, the
TGN will be the most technologically advanced network
in the world.

Trans-Atlantic pricing has fallen more rapidly than
we anticipated, although it has - stabilized recently.
Prices in the Pacific have not declined nearly as much.
These lower prices have meant disaster for some
competitors, especially those with highly leveraged
balance sheets. Some have already gone bankrupt, while
others are close to the brink. This shakeout—which
TyCom managers long expected—has convinced some
casual observers that no one will ever make money in
this market. '
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Not so. TyCom, which is supported by Tyco’s very strong
balance sheet, will remain standing after many competi-
tors have buckled. Over time, TyCom should achieve an
outstanding return on its investment in the TGN.
Demand for sub-sea communications continues to grow
and we are the low-cost supplier with a unique global
product offering.

> TYCO FIRE AND SECURITY SERVICES

In Tyco’s Fire and Security Services segment, operating
income increased an impressive 38 percent to $2 billion,
from $1.5 billion last year. Revenues jumped to $10.5 bil-
lion, compared to last year’s $8.5 billion.

The unit enjoyed dramatic organic growth of 17 percent,
led by worldwide electronic security sales. In August 2001
alone, we opened 100,000 new accounts in North
America, compared to 75,000 in August 2000. Including
the acquisitions of the security businesses of SecurityLink
and Southern California Edison, we increased our North
American customer base to five million in fiscal 2001.
Sales of residential systems were especially strong in
Germany, Latin America and Asia.

Our airport security monitoring business saw major
sales gains. You will find our fire and/or security prod-
ucts—fire alarms, closed circuit TV, access systems and
security monitoring—in virtually every airport in the
world, and we expect strong growth in this business.

The recent acquisition of Sensormatic, the world’s lead-
ing retail security firm, allows us to offer a complete
security package to retailers around the globe. The acqui-
sition of Simplex Time Recorder makes us the largest fire
alarm company in the world.

We continue to benefit globally from tougher fire protec-
tion regulations and the growth of our fire inspection
business.

Tyco Valves & Controls had a fine year, seeing increased
demand for products in the oil and gas, petrochemical
and power generation industries. Excellent results were
also turned in by Tyco Thermal Controls, which is sup-
plying heat-tracing equipment for two large oil sand
projects in western Canada operated by Shell Oil and
Suncor Energy. Tyco Infrastructure Services won con-
tracts.to design, build, own, operate and finance large
water and wastewater facilities in several countries.

> TYCO HEALTHCARE AND SPECIALTY PRODUCTS

Tyco Healthcare and Specialty Products had an outstand-
ing year, with operating income increasing to $2.1 billion,
up 36 percent from $1.5 billion in the prior year.
Revenues grew 37 percent to $8.8 billion, as compared
with $6.5 billion last year.

Revenues increased throughout the world, including
stellar international sales with double-digit organic
growth in Japan and Latin America. Tyco Healthcare
continued to increase direct sales operations abroad,
replacing distributors with direct salespeople in China,
Brazil and Singapore.

New products included a highly competitive line of
sutures and an improved trocar that allows doctors to
enter a body cavity in a much less invasive manner. Tyco
Healthcare increased its lead in laparoscopic surgical
instruments, partly by enhancing its number one posi-
tion in hernia repair, one of the fastest growing markets
for minimally invasive procedures.

Tyco Healthcare continues to invest in research and
development to drive new product innovation, increase
market share and improve profitability. The company’s
focus on “mid-technology” medical products, where
Tyco’s manufacturing and distribution expertise give
it a competitive advantage, offers a stable platform
for growth.
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Tyco Plastics and Adhesives had a good year and made
important moves to position itself for future growth.
Through the acquisition of MacFarlane Plastics in
Scotland and Manuli Tape in Italy, it expanded its
plastics and tape businesses to Europe for the first time.
The fragmented European markets have great potential

for consolidation.

> TYCO CAPITAL

Pre-tax earnings at our Tyco Capital unit, which includes
our subsidiary, Tyco Capital Corporation, were $506 mil-
lion for the period from June 1 (the date we acquired
CIT) to September 30, 2001. Revenues for the same
period were $2.0 billion. Earnings were strong because of
improved margins, operating efficiencies and stable
credit standing following the acquisition by Tyco. Assets
are $51 billion.

Although the rough economy dampened volume growth
at some Tyco Capital businesses (with retail sales soft,
for example, the factoring business showed little
growth), it boosted profitability in other segments. In
2001 banks retreated from the middle market, which
opened up new lending opportunities for us. Tyco
Capital’s business in providing secured restructuring
financing was very strong.

When vendors begin wondering whether their customers
will be able to pay their bills, they seek credit experts
to collect, service or even guarantee their receivables.
This business showed dramatic growth for Tyco Capital
in 2001.

Tyco Capital also divested $5 billion of its loan portfolio,
exiting non-strategic businesses such as manufactured
housing and recreational vehicle lending, as well as
auto leasing. This allows the proceeds to be invested in
higher-margin businesses.

> LOOKING FORWARD

In 2001, Tyco demonstrated that, despite difficult busi-
ness conditions, it could indeed grow its business in vir-
tually any environment. We believe we can continue to
do so, and that we can deliver consistent growth for
investors in the future.

We are in excellent businesses, and everywhere we look
we see opportunities to expand by creating new prod-
ucts, by moving into new markets and sometimes by
acquisitions. We are poised to deliver many years of
exciting returns.

And we have the people who can make it happen. Tyco’s
240,000 employees faced tough challenges last year, but
they came through marvelously. We knew they were
outstanding performers before; we are even more aware
of it now. They are the ones who produce the great
products that improve millions of lives every day. I salute
them for all that they have done in the past year and for
what they will accomplish in the future. My thanks to
one and all.

Sadly, Philip Hampton, a person who greatly helped us
prosper, passe